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OATH OR AFFIRMATION

1, Stephanie Lake , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

BMO Harris Financial Advisors, Inc. , as
of December 31 ,2018 , are true and correct. [ further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

T s secttcn

ANNA L ENG n ) B /4/ ,
OFFICIAL SEAL /k’%ﬂlf/@//l i Ladi

Notary Public, State ofll[inois +
My Commission Expires Signature
March 09, 2019

Chief Financial Officer
Title

(Z)uu.z‘\/ % {/’;‘LQ/

Notary Pubfic

This report ** contains (check all applicable boxes):

(a) Facing Page.

7] (b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(¢) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

D () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

[:l (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation,

(1) An Oath or Affirmation.

L | (m) A copy of the SIPC Supplemental Report.

[_—_] (n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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KPMG LLP
Aon Center
Suite 5500
200 E. Randolph Street
Chicago, I 60601-6436

Report of Independent Registered Public Accounting Firm

The Board of Directors
BMO Harris Financial Advisors, Inc.:

Opinion on the Financial Statement

We have audited the accompanying statement of financial condition of BMO Harris Financial Advisors, Inc.

(the Company) as of December 31, 2018, and the related notes (collectively, the financial statement). In our
opinion, the financial statement presents fairly, in all material respects, the financial position of the Company as
of December 31, 2018, in conformity with U.S. generally accepted accounting principles.

Basis for Opinion

This financial statement is the responsibility of the Company’s management. Our responsibility is to express an
opinion on this financial statement based on our audit. We are a public accounting firm registered with the
Public Company Accounting Oversight Board (United States) (PCAOB) and are required to be independent
with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and
regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statement is free of material
misstatement, whether due to error or fraud. Our audit included performing procedures to assess the risks of
material misstatement of the financial statement, whether due to error or fraud, and performing procedures that
respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts
and disclosures in the financial statement. Our audit also included evaluating the accounting principles used
and significant estimates made by management, as well as evaluating the overall presentation of the financial
statement. We believe that our audit provides a reasonable basis for our opinion.

KPMme LP

We have served as the Company’s auditor since 2006.

Chicago, lllinois
February 27, 2019
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BMO HARRIS FINANCIAL ADVISORS, INC.
(A Wholly-Owned Subsidiary of BMO Financial Corp.)
STATEMENT OF FINANCIAL CONDITION
December 31, 2018

Assets

Cash

Receivable from clearing broker-dealer and clearing organization
Securities owned, at fair value

Accounts receivable

Deferred tax assets, net

Prepaid expenses

Furniture, equipment, and leasehold improvements at cost, less accumulated depreciation
and amortization of $1,472,972
Intangible assets, less accumulated amortization of $348,362

Total Assets

Liabilities
Payable to affiliates
Accrued compensation and related benefits
Accounts payable and accrued expenses
Payable to clearing broker-dealer

Total Liabilities

Stockholder’s Equity

Common stock, no par value, 1,009 issued and outstanding; $1 par value, 2,358 issued and
outstanding

Additional paid-in capital
Accumulated deficit
Total Stockholder’s Equity
Total Liabilities and Stockholder’s Equity

The accompanying notes are an integral part of these financial statements.

3,539,543
166,522
43,700,576
1,718,725
2,649,542
955,648

214,944
120,688

53,066,188

2,290,653
10,772,997
20,683,592

98,519

33,845,761

2,358
36,616,109
(17,398,040)

19,220,427

53,066,188
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BMO HARRIS FINANCIAL ADVISORS, INC.
(A Wholly Owned Subsidiary of BMO Financial Corp.)
Notes to Statement of Financial Condition
December 31, 2018

1. Organization and Description of Business

BMO Harris Financial Advisors, Inc., (the "Company") is a registered broker-dealer with the Financial Industry Regulatory
Authority ("FINRA") and a registered investment advisor with the Securities and Exchange Commission ("SEC"). The Company is 3
wholly owned subsidiary of BMO Financial Corp. ("BFC" or the "Parent"), a Delaware corporation, which is a wholly owned U.S.
subsidiary of Bank of Montreal ("BMO").

The Company is in the business of providing brokerage services for retail customers, primarily investment advisory and
financial planning services, to the Parent’s customers through BMO Harris Bank N.A. ("BHB" or the "Bank") branch locations. The
Company offers and sells mutual funds and variable annuities to its customers, which are cleared on both a direct and fully disclosed
basis. The Company acts as an introducing brokerage firm in the offer and sale of equity and debt securities, which are cleared on
a fully disclosed basis through Pershing LLC ("Pershing"), a wholly owned subsidiary of the Bank of New York Company, Inc. As part
of a clearing agreement, Pershing provides the Company with certain back office support and clearing services. The Company also
offers and sells life and long-term care insurance products to its customers.

2. Ssummary of Significant Accounting Policies

Basis of accounting

The Company maintains its financial records in U.S. dollars. These financial statements are prepared in conformity with
U.S. generally accepted accounting principles ("GAAP").

Use of estimates

The preparation of the financial statements, in conformity with GAAP, requires management to make estimates and
assumptions that affect the reported amounts of assets, liabilities, and disclosures of contingent assets and liabilities at the date
of the financial statements. Actual results could differ from those estimates.

Cash

Cash represents funds held in the Company’s bank accounts for firm operating activities.

Securities owned, at fair value

Investrmnent securities consist of United States Treasury Bills recorded at fair value in accordance with the Financial Accounting
standards Board ("FASB") Accounting Standards Codification ("ASC") 940, "Financial Services - Brokers and Dealers".

Receivable from and payable to clearing broker -dealer and organization

Receivable from clearing broker-dealer and organization consists of cash deposits of $105,000 and revenues earned from
customer transactions conducted through the clearing broker of $61,522. Payable to clearing broker-dealer and organization
consists of expenses incurred from customer transactions conducted through the clearing broker of $98,519.

Income taxes

FASB ASC Topic 740, "Income Taxes", establishes financial accounting and reporting standards for the effect of income
taxes. The objectives of accounting for income taxes are to recognize the amount of taxes payable or refundable for the current
year and deferred tax assets and liabilities for future tax consequences of events that have been recognized in an entity’s financial
statements or tax returns. Judgment is required in assessing the future tax consequences of events that have been recognized in
the Company’s financial statements or tax returns. Fluctuations in the actual outcome of these future tax consequences could
impact the Company’s financial condition or the Company’s results of operations.

Deferred tax assets and liabilities, as determined by the temporary differences between financial reporting and tax bases
of assets and liabilities, are computed using currently enacted tax rates and laws. The effect on deferred tax assets and liabilities
of a change in tax rates or law is recognized as income or expense in the period including the enactment date.
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BMO HARRIS FINANCIAL ADVISORS, INC.
(A Wholly Owned Subsidiary of BMO Financial Corp.)
Notes to Statement of Financial Condition
December 31, 2018

Intangible assets

Intangible assets consist of customer refationships acquired during 2012 from a former affiliate in the amount of $469,050.
The intangible asset is being amortized on an accelerated basis over a period of 16 years and the carrying value was $120,688 at

December 31, 2018.

3. Fair Value Measurements

FASB ASC 820, "Fair Value Measurement”, defines fair value, establishes a framework for measuring fair value, and
establishes a fair value hierarchy, which prioritizes the inputs to valuation techniques. Fair value is the price that would be received
to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date. A fair
value measurement assumes that the transaction to sell the asset or transfer the liability occurs in the principal market for the
asset or liability, or in the absence of a principal market, the most advantageous market. Valuation techniques that are consistent
with the market, income, or cost approach, as specified by FASB ASC 820 is used to measure fair value. The Company validates the
prices obtained from third-party pricing vendors to ensure that the Company’s fair value determination is reasonable. The Company
evaluates the methodology of third- party pricing vendors as well as the security level information the vendors supply. The Company

often has multiple sources to support fair value pricing, and discrepancies among sources are vetted for consistency with FASB
ASC 820.

Level 1 - Quoted prices for identical instruments in active markets.

Level 2 - Quoted prices for similar instruments in active markets; quoted prices for identical or similar instruments in
markets that are not active; and model-derived valuations in which all significant inputs and significant value drivers are observable

in active markets.

Level 3 - Valuations derived from valuation techniques in which one or more significant inputs or significant value drivers
are unobservable.

This hierarchy requires the Company to use observable market data, when available, and to minimize the use of
unobservable inputs when determining fair value.

As of December 31, 2018, the Company’s securities measured at fair value consisted of the following:

Total at Fair

Level 1 Level 2 Level 3 value
Securities owned, at a fair
value S 43,700,576 S — 9§ - S 43,700,576
Total S 43,700,576 S - 5 - 3 43,700,576

There were no transfers between levels during the year ended December 31, 2018.

Determination of fair value

Securities owned, at fair value and principal short securities are recorded at fair value based on prevailing market prices
for securities. Cash, receivables from brokers, dealers and clearing organizations, and other receivables/payables are recorded at
amounts that approximate fair value due to their highly liquid nature and short maturity.

4. Commitments and Contingencies

The Company leases office space and equipment under agreements with the Parent, which expire on an annual basis. The
Company is committed to its currently leased space through October 2019. The minimum required rental payments under the
current lease obligation, including taxes and operating expenses, are $1,580,353.

During 2018 the Company and an affiliate reached an agreement in principle with SEC staff related to an investigation into
the adequacy of potential conflicts of interest disclosures. If approved by the SEC, this would result in approximately $20,00,000
in disgorgement, related pre-judgment interest, and a civil monetary penalty for the Company. In anticipation of a potential

4
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BMO HARRIS FINANCIAL ADVISORS, INC.
(A Wholly Owned Subsidiary of BMO Financial Corp.)
Notes to Statement of Financial Condition
December 31, 2018

settlement, the Company has recorded a loss accrual of this amount within Accounts payable and accrued expenses on the Statement
of Financial Condition in accordance with ASC 450 Contingencies.

5. Income Taxes

The tax effects of temporary differences that give rise to significant portions of the net deferred tax assets at December 31,
2018 are presented below:

Deferred tax assets:

Deferred employee compensation $ 714,281
State tax loss carryforwards 399,700
Employee Benefit plans 1,443,531
Other 131,243

Total deferred tax assets $ 2,688,755

Deferred tax liabilities

Depreciable assets S (39,213)
Gross deferred tax liabilities (39,213)
Net deferred tax assets S 2,649,542

No valuation allowance exists at December 31, 2018 to offset a portion of the Company’s state deferred tax assets and
state tax loss carryforwards. Based upon available tax planning strategies and expectations as to future taxable income, Management
believes the realization of the deferred tax assets, is more likely than not at December 31, 2018.

State tax loss carryforwards at December 31,2018 of approximately $5,325,775 will expire in varying amounts in the years
2025 through 2026.

At December 31, 2018, the Company had no unrecognized tax benefits.

As of December 31, 2018, no audits are currently in process that would have a material impact on the Company’s effective
tax rate.

The Company is no longer subject to federal, state or local tax audits for the years prior to 2011.

6. Related-Party Transactions

The Company maintains its cash balances at the Bank. As of December 31, 2018, the cash balance at the Bank was
$3,422,040.

Substantially all of the Company’s financing transactions are entered into with the Parent or an affiliate of the Parent.
Additionally, investment transactions are conducted with an affiliate of the Parent and related custodial services for these
investments are with BNY Mellon.

The payable to affiliates for intercompany services at December 31, 2018 is $2,290,653.

7. Employee Benefit Plans

The Company is a participating employer in retirement plans offered to BMO's U.S. eligible employees. BFC has grown over
time and plan participants include employees of the Company, other BFC subsidiaries and the BMO U.S. Branch. To better align plan
sponsorship with plan participants and the corporate structure, plan sponsorship was moved from BHB to the Parent effective
January 1, 2017. The change does not affect the benefits that the participants have earned under the plans nor does it affect the
security of the plan assets that are held in trust.
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BMO HARRIS FINANCIAL ADVISORS, INC.
(A Wholly Owned Subsidiary of BMO Financial Corp.)
Notes to Statement of Financial Condition
December 31, 2018

BFC sponsors a noncontributory defined benefit pension plan covering the Bank’s eligible employees that were hired prior
to April 1, 2016. Certain employees participating in the plan are also covered by a supplemental unfunded retirement plan. The
purpose of the supplemental plan is to extend full retirement benefits to individuals hired prior to April 1, 2016 without regard to
statutory limitations for qualified funded plans.

For employees hired prior to January 1, 2002, the plan’s benefit formula is a final average pay formula based upon length
of service and an employee’s highest qualifying compensation during five consecutive years of active employment less an estimated
social Security benefit. For employees hired on or after January 1, 2002, the plan's benefit formula is an account-based formula
based upon eligible pay, age and length of service.

0n March 1, 2016, BFC announced that it would no longer offer the defined benefit pension plan or supplemental unfunded
retirement plan to employees hired on or after April 1, 2016 and that it would freeze the plans on March 1, 2017 for employees
hired prior to April 1, 2016. The final average pay formula will continue to reflect future earnings and the account-based formula
will continue to reflect annual interest credits. However, under both benefit formulas, service credits stop as of March 1, 2017. The
pension plan was amended effective April 1, 2016 to reflect the changes. In accordance with ASU 2015-04, "Compensation-
Retirement Benefits (Topic 715): Practical Expedient for the Measurement Date of an Employer's Defined Benefit Obligation and
Plan Assets,” the benefit obligation and plan assets were remeasured as of March 31, 2016.

The policy for the defined benefit pension plan is to have the participating employers, at a minimum, fund annually an
amount necessary to satisfy the requirements under the Employee Retirement Income Security Act (“ERISA"), without regard to
prior years’ contributions in excess of the minimum. During the year ended December 31, 2018, the Company contributed $179,724
to the pension trust. The Company records liabilities related to its participation in the pension and supplemental unfunded retirement
plans in the Statement of Financial Condition. The pension plan and supplemental unfunded retirement plan liabilities of the
Company were $3,867,307 and $1,303,887, respectively, as of December 31, 2018.

In addition to pension benefits, BFC sponsors a post-retirement medical plan that provides medical care benefits to the
Company’s eligible retirees (and their dependents) . In 2007, the plan was amended to no longer offer plan benefits to new hires
and to eliminate plan benefits for employees under the age of 35 at that time. Under the terms of the plan, the Company contributes
to the cost of coverage based primarily on employees’length of service. Additional cost sharing with plan participants is accomplished
through deductibles, coinsurance and out-of-pocket limits. The plan is partially funded by a trust created under Internal Revenue
Code Section 401(h). The Company's liability related to its participation in the post-retirement medical plan was $468,572 as of
December 31, 2018.

BFC sponsors a defined contribution plan that is available to the Company's eligible employees. The 401(k) employer
matching contribution is based on the amount of eligible employee contributions. In addition, on March 1, 2016, BFC introduced
an automatic employer core contribution to the 401(k) savings plan that began immediately for employees hired on or after April
1, 2016 and March 1, 2017 for employees hired prior to April 1, 2016. BFC also introduced a non-qualified defined contribution -
plan, the purpose of which is to extend additional retirement benefits to individuals without regard to certain statutory limitations
for qualified defined contribution plans. The plan is effective January 1, 2017 for employees hired on or after April 1, 2016 and
March 1, 2017 for employees hired prior to April 1, 2016.

8. Financial Instruments
Concentration of credit risk

Credit risk is the amount of accounting loss the Company would incur if the counterparty failed to perform its obligations
under contractual terms. Substantially all of the clearing and depository operations for the Company are performed by its clearing
broker pursuant to a clearing agreement. The Company and the clearing broker review, as considered necessary, the credit standing
of the counterparties with which the Company conducts business. The Company’s exposure to credit risk associated with the
nonperformance of counterparties in fulfilling their contractual obligations pursuant to securities transactions can be directly
impacted by volatile securities markets, credit markets, and regulatory changes.

Market risk

The securities owned by the Company involve varying degrees of off-balance - sheet market risk. Market risk is the potential
change in value of the financial investment caused by unfavorable changes in interest rates, or the market value of the securities
underlying the instruments. The Company monitors its exposure to market risk through a variety of control procedures.

6



000000000000000000000000000000000000000000

BMO HARRIS FINANCIAL ADVISORS, INC.
(A Wholly Owned Subsidiary of BMO Financial Corp.)
Notes to Statement of Financial Condition
December 31, 2018

9. Receivable from and Payable to Clearing Broker-Dealer and Clearing Organization

Amounts receivable from and payable to clearing broker-dealer and organization at December 31, 2018, consist of the
following:

Receivable Payable
Fees and commissions receivable/payable $ 61,522 % 98,519
Deposit with clearing broker-dealer and clearing organization 105,000 -
$ 166,522 S 98,519

10. Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital Rule ("SEC Rule 15¢3-1"), which requires the maintenance of
minimum net capital and requires that the ratio of aggregate indebtedness to net capital, both as defined shall not exceed 15
to1. At December 31,2018, the Company’s net capital of $13,450,213 was in excess of the minimum requirement by $11,193,828.

11. Subsequent Events

The Company performed an evaluation of subsequent events through February 27, 2019, the date financial statements
were issued, and determined there were no recognized or unrecognized subsequent events that would require an adjustment or
additional disclosure in the financial statements as of December 31, 2018.

-



